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67.	Your   suggestion   is,   therefore,   that   there
should be the same fraction for all provinces ?—Yes.
 68.	Paid over by the Government of India, which
collects ?—Yes.
 69.	I think I should like to ask you to deal with
one or two of the difficulties which that sort of scheme
suggests.    I am not discussing its justice, but diffi
culties of a more practical sort.    Is it your view that
you could identify   the   income-tax properly to be
described  as   drawn   from   Bombay ?—We   do   not
pretend that we could identify it exactly, but our
inquiries in this Presidency lead us to believe that
the great bulk of  the income-tax which we should
get legitimately belongs to the province.
 70.	What I meant by my difficulties was this.    I
have no views ;    I am only asking for your guidance.
Here in the Presidency of Bombay, of course, you
have a large number of very important companies
carrying on extremely important enterprises.    Now,
•would not all those companies be paying income-tax
in the  Presidency of Bombay ?—Under the crude
system as it is put, they would.    There are a few
companies, but not  many, that pay income-tax in
Bombay,   who   carry   on   their   work   outside   the
Presidency ;   but the rough justice to which I have
alluded would be from the fact that most of the
money is provided by Bombay shareholders ;    the
snoney and enterprise comes from Bombay, although
the actual work may be done somewhere else.
 71.	You have introduced the word " shareholders."
I was thinking of companies.    Income-tax authori
ties draw a distinction between the two, and so do I.
We will see afterwards what happens to the profits,
but the company will be a company which is carrying
on business in Bombay ?—Yes.    Does not the com
pany consist of shareholders, very largely ?
 72.	It does indeed, but the shareholders are not
necessarily  in  the  Bombay   Presidency ?—That is
my   point,   that  in  these  particular  companies  to
-which I am referring, which have their head-quarters
in Bombay, it has been ascertained, I believe, that
the great majority of the shareholders do reside in
Bombay.
 73.	'You mean to say that you are looking at it
as though it was the shareholder whose income was
the ultimate object of tax.      It is not technically
«o,  but it is substantially so.    But you still treat
the shareholder as being where the company is.    You
may be right.—I am only referring now to Bombay.
I   believe   that   conditions   are   very   considerably
different in Calcutta.
 74.	You know, do you not, that the Todhunter
Report expressed some difficulty on this point ?—
That is so.
 75.	Let me read you the passage.    It is in the
Todhunter Report, page 402, paragraph 534.    This is
what these gentlemen say :   "It .follows from what
" has been stated above that, in a number of cases,
" tax will be charged in a province in which a com-
" pany carries on its business, but actually be borne
" by a person resident in some other province, and
" the question then arises in which proportion the
•" income tax is to be allotted as between the province
" in which the income arises, and in which the tax
" is collected in the first instance, and the province
" in which the recipient of the income who ulti-
" mately bears  the  burden of   the   tax   resides."
They go on to point out that a similar kind of ques
tion  arises in what we call double taxation.    It
happened, I may remind you, when the Free State
of Ireland was set up, and some of us took part in
the discussion.    You do not think that in the Bombay
Presidency that, in practice, is a very material diffi
culty ?—In  point  of  fact  we  have  admitted,   in
putting our case, that some practical difficulty will
arise.    We should get a little more than we were
entitled to.
 76.	But you do not object to that ?—We do not
object to that, but we have said in answer to that
that we are not proposing to take the whole of the
income-tax.    If you take the whole of the income-tax
as being roughly set off by .the whole of the land
 revenue,  we are getting only a proportion of the income-tax.
*********
 78.	You know what the Todhunter proposal was ?
—Yes.
 79.	Will you describe it to us ?—They proposed
that   the   distribution   should   relate   to   personal
incomes only, which they held could be allocated to
provinces.  «The origin of the income-tax could be
traced down in the case of personal incomes with
some accuracy.    They therefore proposed the prov
inces should get a basic rate on the income-tax based
on a sliding scale.
 80.	I am afraid that is not entirely clear to me.
Is a basic rate of the income-tax based on a sliding
scale  anything  different  from   a   flat  rate ?—It  is
different  from a flat rate.    The  basic rate would
vary with the different rates of income-tax.
 81.	Is it any different from saying you shall have
one-fourth or one-fifth ?—Yes, it differs  from   that
a little.    I referred to the sliding scale because there
was  another   proposal   made   by   the   Government
of India, that the provinces should be given a fiat
rate.    They proposed to give us 3 pies in the rupee.
We, on the other hand, proposed that it should vary
with the rate of income-tax that is collected, the
idea being that  Bombay,  which  has  a very large
number of income-tax payers paying a high rate,
should not escape.     We thought that from our own
high income-tax payers we should get a higher rate
than is obtained from the smaller payers in other
provinces;   otherwise we should not get the differ
ential rate to which we thought we were entitled as
compared with other provinces.
 82.	Passing for a moment from income-tax, there
is this other point.    Please look at page 574 of the
big volume (" Memorandum prepared by the Govern
ment of Bombay," Part I).*    It is a convenient place
to find the list of sources of revenue as they are at
present^ distributed.    I see it says, about the middle
of  theJ page,   that  the   distribution   of  sources  of
revenue   as   between   the   Central   and   Provincial
Governments is this:—" Income-tax,  Salt,  Opium,
" Railways, Posts and Telegraphs, were made central
" sources of revenue.    Land Revenue, Excise, npn-
" judicial and Judicial Stamps, Forests, Registration
" and  Irrigation, were made provincial sources of
" revenue."    I want to ask one or two questions
about that, so as to be sure I am clear about it.  Let
us take the salt* tax first of all.    Is not the salt tax
in its nature an excise ?—Yes, I think so.
 83.	When you give us sources of provincial revenue,
" Land Revenue, Excise   *      *      *"  youjmust be re
ferring to excise other than the salt tax.    What is it
—liquor ?—Country-made liquor only.
 84.	Not drugs ?—Yes.    Country-made liquor and
country-made drugs.
 85.	Take forests.    You are speaking for Bombay.
I  know  the  administration of forests  differs,   but
are forests in every province a provincial source of
revenue ?—I think so.
 86.	You have spoken of your suggestions as to
how to adjust what you regard as the disparity by
reference to income-tax.    Is there any other balancing
factor to which you wish to call attention?—We
have mentioned other balancing factors which we
tTrinir could be made a source of central revenue.
We would agree, for instance, to hand over none-
judicial stamps, as was recommended by the Tod- •
hunter Committee.
 87.	What is the story about that ?    The Montagu-
Chelmsford Report did propose,   did not it,  that
judicial stamps should be provincial and non-judicial
should be central ?—Yes.
 88.	What was the point'at which it was decided
that all stamps should be provincial ?—I think tha ;
was the proposal in the Meston Committee's Report.
They thought this left a taint of divided heads,
which they were anxious to remove, and they there
fore proposed to put all stamps in one category.
* Vol. VII;

